THIS SPECIAL ISSUE BRIEF provides an in-depth analysis of excessive executive compensation at leading private, nonprofit institutions of higher learning in the Commonwealth of Massachusetts. In recent decades, as the cost to attend a private college or university has spiraled upward, increasing numbers of senior college administrators have received six-and seven-figure compensation packages that place them at the upper echelons of the national income distribution.
Executive Compensation at Leading Private Colleges and Universities in Massachusetts
Some colleges and universities reported compensation for significantly more employees than others. 13 Because of the complexity of its operations and its large number of highly compensated employees, Harvard University provided compensation data for 42 employees, while Berklee College of Music disclosed compensation data for only eight, the lowest number in our sample. In order to develop commensurable analyses across the schools, we gave particular attention to the top eight most highly compensated employees at each school. Despite recent additions to the reporting requirements related to compensation on IRS Form 990, colleges are still only required to report the compensation of the 20 highest compensated "key employees" making more than $150,000 and the five highest-paid employees making more than $100,000. Schools that have a higher number of employees making more than these amounts currently face no requirement to disclose high compensation beyond these top "key employees." Relying solely on disclosed compensation therefore provides an understatement of the full state of excessive college compensation.
Among the eight highest-paid employees reported by each school, we found the average disclosed compensation to range from $226,565 at Clark University to $4,155,274 at Harvard. This wide range is attributable primarily to the exceptional compensation of Harvard's in-house investment managers, who are responsible for managing the school's $32 billion endowment, the largest college endowment in the country. Figure 1 shows a comparison of average disclosed compensation across all schools and highlights how substantial an outlier Harvard is within our Academic Excess:
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sample. As shown in the figure, BU was the only other school to report the average pay for its top eight employees in excess of $1 million. MIT and BC followed BU with the third-and fourth-highest average levels of reported compensation, both more than $700,000. The average compensation of the top eight highest-paid employees disclosed by Tufts and Northeastern exceeded half a million dollars. The median of average reported compensation for the top eight employees across all schools was more than $384,000.
As highlighted in Table 1 , finance and investment officers, medical school professors, and athletic coaches and directors dominate the list of 2009's Top 20 most highly compensated employees. Eleven of the top 20 reported with compensation over $1 million were from Harvard, 10 of whom are current or former investment professionals at Harvard Management Co., the university's investment management arm responsible for managing the school's endowment. Former bond trader David Mittelman, who left Harvard Management Company in 2005 to form a hedge fund after receiving widely criticized compensation packages earlier in the decade totaling some $100 million, received more than $1.8 million in 2009, four years after his departure from the university. Academic Excess:
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Beyond Harvard, finance and investment officers frequently overshadowed the pay for most other positions at their institutions, even at schools such as the College of the Holy Cross, where the chief investment officer was among the top 20 reported as being paid in excess of $1 million. BU compensated its top financial professional, former treasurer Kenneth Condon, more than $2.3 million, more than double the compensation of university President Robert Brown. With $1.04 million in compensation, Brown was the only college president to make the top 20 based on disclosed compensation. Harvard's highest-paid employee reported in 2009, Stephen Blyth, managing director at HMC, was compensated more than seven and a half times the earnings of Harvard President Drew Gilpin Faust, who earned "only" $822,000. The three individuals from Boston College among the top 20, Eugene DeFilippo, Jeffrey Jagodzinski and Albert Skinner, each received their compensation as employees of BC's athletics program.
Although only one president makes the top 20 list, the highest-paid employee reported at each school is generally the president. As Table 2 highlights, 13 of the top 20 wealthiest schools in Massachusetts disclosed paying their president more than any other employee. At Berklee, BU, Harvard, Holy Cross and MIT, however, finance and investment officers were the single highest-paid officer. At BC the athletic director was the most compensated, highlighting the role of big-money sports at a school where the president, a Jesuit priest, receives no pay as part of his perpetual vow of poverty. Babson was the only school where an academic professor was disclosed as the most highly paid: Jay Rao, a professor of technology and management, was reported as making more than $421,000. The highest reported pay package for each school ranged from nearly $345,000 (Clark University's president) to $6.4 million (Harvard Management Co.'s Stephen Blyth).
To extend our analysis beyond the single top-compensated employees and presidents, Figure 2 presents the combined reported earnings of the four highest-compensated employees at each school. Harvard, BU, BC and MIT are in the top four places by this metric, with each school's four highest-paid employees' combined compensation reported to be in excess of $3.5 million. Figure 3 visually highlights again how exceptionally excessive Harvard's compensation is at the top within our sample. The $6.4 million in pay reported for Harvard's single highest-paid employee, Stephen Blyth, amounts to more than the combined total of the four top earners at each of the other 19 institutions in our sample and more than double the earnings of the top four employees at 16 of the schools. Academic Excess:
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of Lesley University, was compensated more than $239,000 by Lesley in 2009 while receiving almost $189,000 as a director of Dominion Resources and also serving as president of the Walmart Foundation. 16 We have already mentioned the case of David Mittelman, a former trader at Harvard Management Co., who was reportedly paid more than $1.8 million in 2009 even though he had departed the university in 2005 to launch a hedge fund, in which the university remained a cornerstone seed investor. 17 Below we describe in fuller detail how retired BU officers, such as former President John Silber and former treasurer Kenneth Condon, remain among the most highly compensated employees reported by the university. BC's former Academic Vice President and Dean of Faculties John Neuhauser left the college in 2005 to become president of Saint Michael's College in Colchester, Vt. Yet in 2009, Neuhauser received compensation from BC in excess of $643,000, while also drawing his president's pay from Saint Michael's of nearly $400,000, and at least $37,000 in additional compensation as a director of Liberty All-Star Growth Fund Inc., and other funds. 18 It would seem that "golden parachutes" have become business-as-usual in nonprofit higher education.
Income Inequality
Using data from the American Association of University Professors (AAUP) on average faculty salaries, collective bargaining agreements for custodians' wages, and investigative research for low-wage rates at several of the schools where collective bargaining agreements were not readily available, we compared compensation reported for some of the most highly compensated employees with average full professors' salaries and low-wage workers' annualized incomes at each school in order to evaluate pay disparity within our sample. Where available, we use unionized custodians' wages to represent the lowest-paid workers even though other staff at any given school may be even more modestly compensated. Table 3 presents these comparative compensation data for each school, while Table 4 illustrates our calculation of two inequality ratios: the disclosed compensation of the single highest-paid employee reported by each school compared to the average full professor's salary and compared to the lowest-paid employee's wage. 
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When it comes to income inequality between the highest-and lowest-paid employees, Harvard ranks as the most unequal campus in our study, with an inequality ratio more than twice the level of its closest peer, BU. The highest-paid employee at Harvard received 180 times the compensation of a unionized custodian and more than 33 times the average salary of a full professor. Harvard's highest-to-lowest ratio even surpasses the current average executive compensation ratio found among the largest U.S. for-profit companies, where the average CEO remuneration is 142 times that of employees. 20 BU's highest reported compensated employee was paid more than 73 times the annualized wage of a custodian and more than 17 times an average faculty salary. BC and MIT again are the third and fourth most unequal campuses in terms of employee compensation, highlighting a general correlation between excessive compensation and pay disparity on campus. On the opposite end of the inequality spectrum, Babson presents the flattest pattern of pay disparity among the schools for which we have full data, whether measured as a ratio of the highest paid to an average professor's salary (2.7) or to a custodian's wages (11.4) .
From a broader perspective, beyond campus pay disparities, it is worth noting that the disclosed compensation levels of the reported college employees in our sample place them collectively at the upper echelons of the national pay distribution. On average, the 339 employees with disclosed compensation were paid more than $464,000, ranking them well within the top 1 percent of the U.S. income distribution. Even those making "only" $180,000 on the lower edge of the distribution would find themselves comfortably among the top 5 percent of households. In addition to the $157 million in total compensation disclosed for the 339 employees in our sample, many of the highest-compensated employees at these 20 Massachusetts colleges and universities received significant outside compensation by holding other positions, including corporate board memberships, further magnifying the dynamics of social inequality identified through disclosed compensation. Based on limited available information, we identified outside board relationships for 20 percent of the employees in our sample (N=67), and for 8 percent of the sample (N=26), we were able to identify some form of outside compensation totaling more than $18.8 million. The average outside compensation identified for these 26 employees was more than $723,000, and the median was more than $203,000. The 10 highest-paid college employees for whom we identified the most outside compensation are listed in Table 5 . Topping the list is Harvard's former President Lawrence Summers, who received more than $5 million from serving part time as a managing director with hedge fund D. E. Shaw and an additional $2.8 million in speaking fees, primarily from investment firms and financial institutions. 22 Babson's President Leonard Schlesinger received an $8.4 million two-year severance package from Limited Brands Inc. in 2007 in addition to board compensation from BJ's Wholesale Club. 20 In several cases, we observed highly compensated college employees being paid for serving on boards of companies that are identified as sources of potential conflicts of interest because of the "related-party transactions" that occur between the companies and their schools. For example, MIT's President Susan Hockfield, who was compensated $940,000 by MIT in 2009, also holds an independent directorship at General Electric for which she was paid more than $250,000 that same year. 24 Because President Hockfield's service on GE's board presents a potential conflict of interest, MIT disclosed certain related party transactions with the company on the institute's state and federal tax filings, including GE's membership fee for participating in MIT's Industrial Liaison Program and MIT's purchase of equipment from GE. Although these transactions are reported as valued at more than $180,000, no mention is made by the institute of the even larger transaction between GE and Hockfield, compensating her for service to the board that year. 25 Despite what some may see as the appearance of a conflict of interest that Hockfield's pay from GE presents, the institute has not disclosed her $250,000 in additional outside compensation. 26 Similarly, former MIT provost John Deutch was compensated nearly $195,000 in 2009 for his independent directorship at Raytheon, another company identified as subject to conflict-of-interest disclosures in MIT's tax filings. Yet the institute again makes no disclosure of this payment to one of its most highly compensated employees. 27 MIT is by no means alone in this pattern of partial disclosure; all of the 20 schools listed some form of related party transactions with key employees or trustees in their IRS Form 990 or Massachusetts Form PC filings. However, none provided the outside corporate compensation of any of its employees.
Because the vast majority of corporate board positions that we identified as held by highly compensated school officials are with privately held companies under no obligation to report board compensation, there is no alternative source for this data, as one can identify for a listed company such as GE or Raytheon. For BU's former treasurer Kenneth Condon, for example, the school's highest compensated employee reported in 2009, we were able to identify more than $250,000 in outside compensation for his service on Insmed Inc.'s board, yet Condon also serves on several private company boards including BayBank, BankBoston and Seragen Inc., for which no outside pay data were readily available. 28 Condon is joined on the Seragen board by former BU President John R. Silber, no stranger to excessive compensation controversies throughout his tenure and especially upon retirement from the BU presidency when he received $6.1 million in compensation. 29 BU's disastrous experience with investing in Seragen, a biotechnology company affiliated with BU faculty, has been 14 Academic Excess:
detailed widely in the press and media, and academic researchers have characterized it as a prime example of the risks colleges face when they invest in private ventures without appropriate safeguards in place. 30 Last year, a classaction lawsuit filed by Seragen investors against BU, Silber, Condon and other BU officers and trustees, accusing them of self-dealing and wrongdoing related to the company, was finally settled in the plaintiffs' favor. 31 Regardless of the controversies surrounding poor governance and management at BU, the basic fact remains that many of the highest-compensated college employees face no disclosure requirements for pay they may receive from service on private boards.
Likewise, with the many other sources of outside income for college employees, from consulting arrangements, corporate speaking engagements, authorship income or private medical practice, colleges do not disclose the sources or amounts of outside pay, even when they may present potential conflicts of interest or interfere with academic obligations. The Academy Award-winning documentary Inside Job recently highlighted numerous conflicts of interest that have arisen among leading academic economists who receive compensation from financial institutions, for consulting, speaking or sponsored research, but neither they nor their home institutions are required to disclose those arrangements. We were thus able to obtain relatively robust information for Lawrence Summers' outside pay because of the reporting requirements he faced as a government official, as chair of the Council of Economic Advisers in the Obama administration, not as a Harvard faculty member.
The examples discussed here constitute only a small sample of the many sources of undisclosed outside compensation and potential conflicts of interest that we have identified for the highest-paid employees reported for each school. Although the schools did not disclose the sums we have identified, close analysis of the nature of the employees' interlocks with other corporations makes it possible to determine some of the additional compensation amounts, particularly when they are paid by publicly listed corporations, registered investment funds, or 501(c) (3) nonprofit organizations. However, many, if not most, sources of outside pay to college employees remain simply invisible from public view-even when they amount to substantial sums in comparison to their college compensation or present potential conflicts of interest, as so many of them do.
Academic Excess: Executive Compensation at Leading Private Colleges and Universities in Massachusetts
Executive Compensation at Leading Private Colleges and Universities in Massachusetts 15

Conclusion
Only a decade and a half ago, it was major news when college executives received pay in excess of half a million dollars. John Silber, president of BU in the mid-1990s, was one of the few to be among those ranks. Today, at the top 20 most well-endowed private schools in Massachusetts alone, more than five dozen college employees were reported to have been paid more than $500,000 in total compensation-20 percent of the 339 employees for whom compensation information was disclosed. Twenty of them were paid in excess of $1 million. While six-and seven-figure academic pay packages are by no means new phenomena for colleges and universities, excessive pay appears to be institutionalizing itself as a structural feature of college compensation at a majority of the wealthiest private schools in Massachusetts, hardening pay disparity on campuses in unprecedented ways and contributing to wider social inequality in surrounding communities. Ultimately, students, their families and taxpayers are bearing the burden of this academic excess in increased college costs and through the largely unknown costs of tax exemption.
It is their nonprofit status-their public purpose-that accords colleges the benefits of tax exemption. The schools pay no taxes on investment income, pay relatively little property tax, and take full advantage of their access to low-interest, tax-exempt bonds. 32 Yet compensation patterns among the highest-paid college employees make most of the schools in this study look much more like profit-seeking institutions. Most of the very highest-paid college employees at the most well-endowed schools are finance and investment officers, highlighting how central the role of investment has become to higher education institutions. Nearly half of the top 20 wealthiest schools in Massachusetts had endowments worth more than $1 billion, as of the end of the 2010 fiscal year; combined the 20 wealthiest now control more than $50 billion in endowed wealth. For schools where sports generates major revenue, such as BC and Holy Cross, basketball and football coaches and athletic directors rank among the highestpaid employees.
A more robust public debate about the costs and benefits of colleges' nonprofit fiscal privileges, which subsidize the excessive pay schemes documented here, is badly needed. However, in order to have a more vigorous, wellinformed public conversation about academic excess, fuller and more standardized disclosure of high pay, outside compensation, and potential conflicts of interest also needs to occur. We have highlighted the numerous ways in which schools continue to avoid providing a full public accounting of the compensation of their highest-paid employees, regardless of whether they are defined as "key employees" or whether the source of their compensation comes from the school itself or outside corporate activities. In this sense, the pending Massachusetts legislation related to higher education transparency is timely. Although better disclosure requirements will not stem excessive compensation at colleges and universities or address the sorts of pay disparities we have documented here, it will foster heightened public awareness about this pressing issue. Transparency, in short, invites badly needed accountability. The ultimate burden of responsibility, however, lies with higher education leaders, whose pay should reflect not only colleges' nonprofit purpose but also the broader public expectation for colleges to enrich not a privileged few but the commonwealth as a whole. 
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